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(4) The current name, address, tele-
phone number and Social Security
number of the borrower.

(Authority: 20 U.S.C. 424, 1087cc)

[52 FR 45555, Nov. 30, 1987, as amended at 59
FR 61411, Nov. 30, 1994]

§ 674.42 Contact with the borrower.

(a) Exit interview. (1) An institution
shall conduct an exit interview with
each borrower before he or she leaves
the institution. If an individual inter-
view is not feasible, the institution
may conduct a group interview. During
the interview the institution shall re-
state for the borrower the terms and
outstanding balance of the loan held by
the institution, and the borrower’s
duty to repay the loan in accordance
with the repayment schedule. The in-
stitution shall explain to the borrower
the consequences of defaulting includ-
ing, at a minimum, possible referral to
a collection firm, reporting to a credit
bureau, and litigation. Furthermore,
the institution shall explain the bor-
rower’s rights and responsibilities
under the loan, including the following:

(i) The borrower’s responsibility to
inform the institution immediately of
any change of name, address, telephone
number, or Social Security number.

(ii) The borrower’s rights to forbear-
ance, deferment, cancellation, or post-
ponement of repayment and the proce-
dures for filing for those benefits.

(iii) The borrower’s responsibility to
contact the institution in a timely
manner, before the due date of any
payment he or she cannot make.

(2) An institution shall disclose the
following information during the exit
interview, and shall include it in the
promissory note or in another written
statement provided to the borrower:

(i) The name and the address of the
institution to which the debt is owed
and the name and address of the offi-
cial or servicing agent to whom com-
munications should be sent.

(ii) The name and the address of the
party to which payments should be
sent.

(iii) The estimated balance owed by
the borrower on the loan held by the
institution on the date on which the
repayment period is scheduled to begin.

(iv) The stated interest rate on the
loan.

(v) The repayment schedule for all
loans covered by the disclosure includ-
ing the date the first installment pay-
ment is due, and the number, amount,
and frequency of required payments.

(vi) An explanation of any special op-
tions the borrower may have for loan
consolidation or other refinancing of
the loan, and a statement that the bor-
rower has the right to prepay all or
part of the loan at any time without
penalty.

(vii) A description of the charges im-
posed for failure of the borrower to pay
all or part of an installment when due.

(viii) A description of any charges
that may be imposed as a consequence
of default, such as liability for ex-
penses reasonably incurred in attempts
by the Secretary or the institution to
collect on the loan.

(ix) The total of interest charges
which the borrower will pay on the
loan pursuant to the projected repay-
ment schedule.

(x) General information with respect
to the average indebtedness of students
who have loans at that institution
under part E of the Higher Education
Act of 1965, as amended.

(3) The institution shall require the
borrower to provide to the institution,
during the exit interview—

(i) The borrower’s expected perma-
nent address after leaving the institu-
tion, regardless of the reason for leav-
ing;

(ii) The name and address of the bor-
rower’s expected employer after leav-
ing the institution;

(iii) The name and address of the bor-
rower’s next of kin; and

(iv) Any corrections in the institu-
tion’s records relating to the bor-
rower’s name, address, social security
number, personal references, and driv-
er’s license number.

(4) At the time of the exit interview
the institution shall—

(i) Have the borrower sign the repay-
ment schedule;

(ii) Provide a copy of the signed
promissory note and the signed repay-
ment schedule to the borrower; and

(iii) Retain signed copies of both the
note and the repayment schedule in the
institution’s files.
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(5) The institution shall contact a
borrower promptly after it determines
that the borrower either has not at-
tended an exit interview that he or she
was scheduled to attend or has already
left the institution, and shall—

(i) Provide the borrower, either in
person or by mail the information de-
scribed in paragraphs (a) (1) and (2) of
this section; and

(ii) Provide a copy of the note and
two copies of the repayment schedule
to the borrower and request that the
borrower promptly sign and return one
of the schedules to the institution.

(b) Contact with the borrower during
the initial and post deferment grace peri-
ods. (1)(i) For loans with a nine-month
initial grace period (Direct loans made
before October 1, 1980 and Federal Per-
kins loans), the institution shall con-
tact the borrower three times within
the initial grace period.

(ii) For loans with a six-month initial
or post deferment grace period (loans
not described in paragraph (b)(1)(i) of
this section), the institution shall con-
tact the borrower twice during the
grace period.

(2)(i) The institution shall contact
the borrower for the first time 90 days
after the commencement of any grace
period. The institution shall at this
time remind the borrower of his or her
responsibility to comply with the
terms of the loan and shall send the
borrower the following information:

(A) The total amount remaining out-
standing on the loan account, includ-
ing principal and interest accruing
over the remaining life of the loan.

(B) The date and amount of the next
required payment.

(ii) The institution shall contact the
borrower the second time 150 days after
the commencement of any grace pe-
riod. The institution shall at this time
notify the borrower of the date and
amount of the first required payment.

(iii) The institution shall contact a
borrower with a nine-month initial
grace period a third time 240 days after
the commencement of the grace period,
and shall then inform him or her of the

date and amount of the first required
payment.

(Approved by the Office of Management and
Budget under control number 1840–0581)

(Authority: U.S.C. 424, 1087cc, 1087cc–1)

[52 FR 45555, Nov. 30, 1987, as amended at 53
FR 49147, Dec. 6, 1988; 57 FR 32346, July 21,
1992; 59 FR 61411, 61415, Nov. 30, 1994]

§ 674.43 Billing procedures.

(a) The term billing procedures, as
used in this subpart, includes that se-
ries of actions routinely performed to
notify borrowers of payments due on
their accounts, to remind borrowers
when payments are overdue, and to de-
mand payment of overdue amounts. An
institution shall use billing procedures
that include at least the following
steps:

(1) If the institution uses a coupon
payment system, it shall send the cou-
pons to the borrower at least 30 days
before the first payment is due.

(2) If the institution does not use a
coupon system, it shall send to the bor-
rower—

(i) A written notice giving the name
and address of the party to which pay-
ments are to be sent and a statement
of account at least 30 days before the
first payment is due; and

(ii) A statement of account at least
15 days before the due date of each sub-
sequent payment.

(3) Notwithstanding paragraph
(a)(2)(ii) of this section, if the borrower
elects to make payment by means of an
electronic transfer of funds from the
borrower’s bank account, the institu-
tion shall send to the borrower an an-
nual statement of account.

(b)(1) An institution shall send a first
overdue notice within 15 days after the
due date for a payment if the institu-
tion has not received—

(i) A payment:
(ii) A request for deferment; or
(iii) A request for postponement or

for cancellation.
(2) Subject to § 674.47(a), the institu-

tion shall assess a late charge for loans
made for periods of enrollment begin-
ning on or after January 1, 1986, during
the period in which the institution
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